Abstract-As long as financial markets are concerned, people tried to forecast the future movement of it. The purpose of forecast is to expect great fortunes. In reality it is an important question that "is it possible to forecast market with the historical data?" If it is possible than excess returns can be made by picking up lottery stock. This situation is called "Inefficient Market". On the other hand if market is efficient, it is west of time to predict stock market. The main intention of this paper is to study the efficiency level in Indian Stock market and the random walk nature of the stock market by using RUN test for the period from 1st January 2001 to 31st December 2010. In this paper, 6 major indices [BSE 30, BSE 100,200,500, BSE SMALL CAP and BSE MIDCAP] are studied.
I. INTRODUCTION
y interest is in the future because I am going to spend the rest of my life there" -Charles F. Kettering (American engineer, inventor of the electric starter, . This quote explains the investors' attitude when they try to estimate future. The same efforts put by academicians to explore whether there is certain dependence in successive price changes that could profitably be exploited by various kinds of trading techniques.
The Random Walk Hypothesis is concerned with the question of whether one can predict future prices from past prices. It assumed that successive price change is independent from the historical closings. There is no meaning to study past trend or patterns of prices to predict future movement. In its simple form, it states that price changes cannot be predicted from earlier changes in any meaningful manner (Weak form of hypothesis)
1 . The main purpose of this paper is to test the weak-from of efficiency of the Indian stock market by using daily data from the 1 st January 2001 to 31 st December 2010. There are 2 major stock exchanges in India, Bombay Stock Exchange (BSE) and National Stock Exchange (NSE). There are various indices are available but for the study purpose only 6 indices of BSE is considered.
Literature Review:
In support of pattern finding, Lo, Mamaysky and Wang (2000) conclude that human judgment is superior to most computational algorithms. But recent advanced statistical model had successful applications in fingerprint identification, handwriting analysis, and face recognition which can be useful to identify pattern or trend in technical analysis 2 .
In , examines share price reaction to the announcement of bonus issue for a sample of Indian companies. Standard event study methodology has been used for the purpose of studying the Bonus issue announcement reaction. Bonus issue announcement yields negative abnormal returns around the announcement date. There is a negative reaction after the bonus issue announcement conveying that the market under reacts after the announcement. It is also observed that there is no information leakage prior to the announcement 19 .
II. OBJECTIVES OF THE STUDY
The purpose of this study is to test the random walk theory in Bombay Stock Exchange (6 Indices). The 10 years daily closing data for 4 indices and 8 years data for Small-Cap and Midcap index is used to know whether past stock price movements follow a trend or not, so they can or cannot be used to predict their future movement. The results of the study are aimed to validate or not to validate the perceptions that stock prices in BSE do follow the random walk theory. 
Research methodology:
After having 1 lag difference (t 1 -t 0 ) , total runs are calculated with the help of Excel. The MINITAB software is used for applying run test.
To check the Randomness among the data Run test is used. Run test is a non-parametric test. "A Run test may be defined as a sequence of price changes of the same sign preceded and followed by price changes of different sign A ." It depends only on the sign of the price changes but not on the magnitude of the price. It does not require the specification of the probability distribution. It depends only on the sign of the price. They are essentially concerned with the direction of changes in the time series 1 . In a given time series of stock prices there are three possible types of price changes, namely positive, negative and no change. This gives three types of runs. A positive (negative) run is a sequence of positive (negative) price changes preceded and succeeded by either negative (positive) or zero price change. Similarly, a zero run is sequence of zero price changes preceded and succeeded by either negative or positive price change B . The assumption of Run test is that the successive price changes are independent and the sample proportion of positive, negative and zero price changes are unbiased estimates of the population proportions IV. RESULT AND DISCUSSION:- From the Table 1 it can observed that, the resulting p-value of all indices (0.0000) are smaller than the alpha level of 0.05, there is sufficient evidence to conclude that the data are not in random order and market is inefficient. It means with the help of past prices and trend we can predict the market. The above test was run on total observed runs of 10 years. And it can be interpret that market is not random . ISSN 2250-3153 www.ijsrp.org But, if the run test applied on year wise data of BSE 30 and BSE 100, the result is different than the above. The study is limited to 10 years and 6 indices only. The broader study is possible by increasing number of years and indices.
The study is also limited to BSE, It can be expand by including NSE or other Nation's indices to prove randomness of the capital market.
Here autoregression, ARIMA, GARCH tests are not applied. The detailed study is possible by knowing stationarity of the data.
VI. CONCLUSION
The results show the evidence of the inefficient form of the Indian Stock Market in long run but efficient form in short term. So, the findings support the Random-walk hypothesis in short duration but in long term doesn't. All indices of BSE do not support the weak form of market efficiency. The information regarding yesterday's and today's indices can be used to predict tomorrow's indices. The stocks in the index don't absorb the price information effectively. It means investors can identify available undervalued securities in the market make excess returns by correctly picking them.
